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1. What is a termination of agency?

A. The beginning of a new agent-principal relationship

B. The end of the agency relationship, which can occur through
various means

C. The negotiation of new terms between agent and principal
D. The renewal of the agent's responsibilities

2. What role does mutual consent play in agency
relationships?

A. It is optional in most agency situations
B. It establishes the principal's authority
C. It is essential for the agency relationship to exist
D. It complicates the signing of contracts

3. What does the concept of sub-agency refer to in real
estate?

A. It allows one agent to work without the principal's approval

B. It's when an agent forms an exclusive relationship with a
client

C. It refers to a secondary agent appointed without the
principal's consent

D. It is the process of sharing commission with multiple agents

4. What type of agency is created when one party acts on
behalf of another with their consent?

A. Implied agency
B. Express agency
C. Negligent agency
D. Dual agency

5. What does "disclosure"” encompass in agency practice?
A. Keeping all property transactions confidential

B. Informing parties of relevant facts that could affect the
relationship

C. Only sharing information that benefits the agent
D. Providing misleading information to close a deal
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6. What defines a fiduciary relationship?
A. Low level of trust
B. Limited responsibility
C. Highest degree of good faith
D. Fixed obligations

7. What is a recommended practice regarding the Seller's
Disclosure Notice?

A. Have the seller complete it

B. Provide it only if requested

C. Wait until after an offer is made to complete it
D. It is optional and not required

8. In what situations can an agent be held liable?
A. When following explicit instructions from the principal
B. When acting within the scope of their authority

C. When acting beyond their authority or breaching duty to the
principal

D. When operating in a disclosed agency relationship

9. What does implied authority in agency law refer to?

A. Authority that is explicitly granted by the principal

B. Authority that is necessary to carry out the duties of the
agent

C. Authority that is recognized by law regardless of principal's
statements

D. Authority that is given only during emergencies

10. How do laws regarding agency apply to online real estate
transactions?

A. They are less strict than traditional transactions
B. They must still follow agency law principles

C. They do not require disclosures

D. They allow agents to disregard confidentiality
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Explanations
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1. What is a termination of agency?

A. The beginning of a new agent-principal relationship

B. The end of the agency relationship, which can occur through
various means

C. The negotiation of new terms between agent and principal
D. The renewal of the agent's responsibilities

A termination of agency refers to the conclusion of the relationship between the agent
and the principal. This can occur through various means, such as mutual agreement, the
completion of the agency purpose, expiration of the term agreed upon, or the occurrence
of certain events. Understanding this concept is essential because it encompasses all the
potential ways an agency relationship can end, highlighting the fluid nature of such
arrangements and the necessity for clear communication and terms between parties. In
contrast, the other options describe scenarios that do not pertain to the ending of an
agency relationship. Starting a new agent-principal relationship, negotiating new terms,
or renewing responsibilities all imply that some form of agency still exists, whereas
termination specifically denotes that the relationship has ceased.

2. What role does mutual consent play in agency
relationships?

A. It is optional in most agency situations
B. It establishes the principal's authority
C. It is essential for the agency relationship to exist
D. It complicates the signing of contracts

Mutual consent is fundamental in establishing an agency relationship, as it signifies
agreement between the principal and the agent regarding the terms and conditions of
their relationship. This mutual agreement ensures that both parties understand their
roles, responsibilities, and the scope of authority that the agent will have to act on behalf
of the principal. An agency relationship cannot exist without this consent; it is what
differentiates a legitimate agent from one who may act without authority. The presence
of mutual consent provides a legal basis for the agent to undertake actions on behalf of
the principal, thus enabling the performance of tasks that are intended to benefit the
principal. This concept underlies the essential principle of agency law that requires clear
and mutual agreement to honor the roles within the relationship, making it a
cornerstone of forming valid agency arrangements.
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3. What does the concept of sub-agency refer to in real
estate?

A. It allows one agent to work without the principal's approval

B. It's when an agent forms an exclusive relationship with a
client

C. It refers to a secondary agent appointed without the
principal's consent

D. It is the process of sharing commission with multiple agents

Sub-agency refers specifically to a situation where a primary agent engages another
agent to represent the same principal in a transaction, often without the principal's
direct consent or knowledge. This second agent, known as the sub-agent, acts on behalf
of the primary agent to assist in fulfilling the obligations to the principal. In real estate,
sub-agency can create complex dynamics, as the sub-agent owes responsibilities not only
to the primary agent but also ultimately to the principal. This can lead to potential
conflicts if the principal is unaware that a sub-agent is involved in the transaction. The
concept is significant as it highlights the layers of agency relationships and the
importance of clear communication and consent among all parties involved. Other
options, while they address scenarios related to agency, do not accurately capture the
essence of sub-agency. For example, the option that suggests an agent working without
the principal's approval does not reflect the nature of sub-agency and its reliance on an
existing agency relationship. Similarly, forming an exclusive relationship with a client or
merely sharing commissions among agents does not define sub-agency nor its
implications in real estate transactions.

4. What type of agency is created when one party acts on
behalf of another with their consent?

A. Implied agency
B. Express agency

C. Negligent agency
D. Dual agency

The correct answer is express agency, which is established when one party explicitly
allows another party to act on their behalf. This type of agency involves clear and direct
communication or a formal agreement where the principal grants authority to the agent.
The consent from the principal can be oral or written, but it must be clear that the agent
is authorized to make decisions or take actions that bind the principal. In express
agency, the relationship and duties of both parties are well-defined, leading to a clearer
understanding of the expectations and responsibilities involved. This contrasts with
implied agency, where consent is inferred from actions or circumstances rather than
directly stated; negligent agency (which is not a standard term in agency law) would
imply a lack of care on the part of the agent, and dual agency refers to a situation where
an agent represents both the buyer and seller in a transaction, which inherently
complicates the consent aspect.
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5. What does "disclosure" encompass in agency practice?
A. Keeping all property transactions confidential

B. Informing parties of relevant facts that could affect the
relationship

C. Only sharing information that benefits the agent
D. Providing misleading information to close a deal

In agency practice, "disclosure” refers to the critical responsibility of informing all
parties involved about relevant facts that may influence their decisions or the
relationship itself. This means that agents must be transparent about material
information that can affect the understanding and expectations of the parties involved in
a transaction. For instance, if there are issues related to the property being sold, or if
there are potential conflicts of interest, the agent has an obligation to disclose these
facts to all relevant parties. Such transparency fosters trust and ensures that all parties
can make informed decisions based on the complete picture. This principle is
foundational in agency law because it underscores the fiduciary duty of loyalty and care
that agents owe to their clients. By failing to disclose important information, an agent
jeopardizes the integrity of the relationship and could potentially open themselves up to
legal repercussions. The other choices do not align with the definition of appropriate
disclosure in agency practice. Keeping property transactions confidential does not fulfill
the obligation of informing parties of pertinent information. Sharing only beneficial
information for the agent undermines the ethical requirements of full disclosure.
Providing misleading information is not only unethical but also illegal, which stands in
direct opposition to the tenets of responsible agency practice.

6. What defines a fiduciary relationship?
A. Low level of trust
B. Limited responsibility
C. Highest degree of good faith
D. Fixed obligations

A fiduciary relationship is characterized by the highest degree of good faith, trust, and
confidence between the parties involved. In such a relationship, one party, the fiduciary,
is entrusted with the responsibility to act in the best interest of another party, often
referred to as the principal or beneficiary. This involves not only loyalty and honesty but
also the duty to fully disclose any conflicts of interest and to manage the principal's
assets or interests with care and prudence. This high standard of trust is critical because
it underscores the expectation that the fiduciary will prioritize the interests of the other
party over their own. For example, in real estate transactions, an agent has a fiduciary
obligation to their client to provide honest advice, avoid conflicts of interest, and handle
the client's funds responsibly. The legal implications of breaching fiduciary duties can
lead to liability, as the fiduciary is held to a higher standard than in standard contractual
or commercial relationships. The other options do not encapsulate the essence of a
fiduciary relationship; low levels of trust, limited responsibility, and fixed obligations do
not align with the expectations and legal definitions associated with fiduciary duties.
Instead, these concepts may suggest a more transactional nature rather than a deeply
trusted relationship built on ethical obligations.

Sample study guide. Visit https://championslawagency.examzify.com for the full version 10



7. What is a recommended practice regarding the Seller's
Disclosure Notice?

A. Have the seller complete it

B. Provide it only if requested
C. Wait until after an offer is made to complete it
D. It is optional and not required

Having the seller complete the Seller's Disclosure Notice is recommended because it
ensures that potential buyers receive accurate and comprehensive information about the
property. This disclosure is a critical component of the real estate transaction as it
requires the seller to openly communicate any known material defects or issues with the
property. When sellers provide a complete and truthful disclosure, it helps build trust
with potential buyers and minimizes the risk of future legal disputes over undisclosed
problems. It also aligns with legal requirements in many jurisdictions to provide such
disclosures in a timely manner, ensuring that buyers can make informed decisions. By
encouraging sellers to proactively fill out the notice, agents can help protect all parties
involved in the transaction and facilitate a smoother sale process.

8. In what situations can an agent be held liable?

A. When following explicit instructions from the principal
B. When acting within the scope of their authority

C. When acting beyond their authority or breaching duty to the
principal

D. When operating in a disclosed agency relationship

An agent can be held liable primarily when they act beyond their authority or breach
their duty to the principal. This scenario arises when the agent takes actions that exceed
the powers granted to them by the principal or fails to adhere to the established duties
and responsibilities that are inherent in the agency relationship. When an agent acts
outside the scope of their authority, it can lead to unauthorized actions that do not
legally bind the principal, and the agent may face consequences for failing to follow the
terms agreed upon. Additionally, a breach of duty could include any action taken by the
agent that compromises the interests of the principal, such as self-dealing or neglecting
to act in the best interest of the principal. In contrast, adhering to explicit instructions
from the principal or acting within the scope of authority typically protects agents from
liability, as these actions align with the expectations set by the principal. Furthermore,
when operating in a disclosed agency relationship, the principal is usually liable for the
agent’s actions, placing less risk of liability on the agent when they operate under their
full authority and within the bounds of the relationship.

Sample study guide. Visit https://championslawagency.examzify.com for the full version

11



9. What does implied authority in agency law refer to?

A. Authority that is explicitly granted by the principal

B. Authority that is necessary to carry out the duties of the
agent

C. Authority that is recognized by law regardless of principal's
statements

D. Authority that is given only during emergencies

Implied authority in agency law refers to the authority that is necessary for the agent to
carry out their duties on behalf of the principal. This type of authority is not explicitly
stated or written out in a contract but is derived from the position of the agent and the
tasks they are expected to perform. For instance, if an agent is hired to sell a property,
they inherently possess the implied authority to negotiate future earnings and enter into
discussions with potential buyers, even if such specific powers are not explicitly
mentioned in their agreement with the principal. This concept is vital in agency
relationships because it allows agents to act decisively and efficiently without constantly
needing to consult the principal for every minor decision, thus facilitating smooth
operations in various business contexts.

10. How do laws regarding agency apply to online real estate
transactions?

A. They are less strict than traditional transactions
B. They must still follow agency law principles

C. They do not require disclosures
D. They allow agents to disregard confidentiality

Laws regarding agency in real estate transactions, whether conducted online or offline,
must adhere to the established principles of agency law. This means that agents still owe
fiduciary duties to their clients, including loyalty, obedience, disclosure, confidentiality,
and accounting. These principles ensure that agents act in their clients' best interests
throughout the transaction process. In the context of online real estate transactions, the
same legal obligations apply, even though the methods of communication and the format
of transactions may differ. Agents are required to maintain transparent relationships,
disclose relevant information, and uphold confidentiality regardless of whether the
interaction occurs in person or via digital platforms. This consistent application of
agency law principles is crucial to maintaining trust and legal integrity in real estate
dealings. While some might consider variations in handling online transactions, the
fundamental obligations of agency law remain steadfast and are essential for protecting
both buyers and sellers in the real estate market.
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